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Annual Report of the Bank of France 


The Annual Report of the Bank of France states that 
developments in France in 1955 were about the same as 
in 1954. 


stantial expansion and reached record levels; agricultural 


Industrial production showed a further sub- 
output was satisfactory: and unemployment was reduced. 
The balance of payments on goods and services was in 
approximate equilibrium; continued receipts of foreign 
aid served to effect a further sizable amortization of 


foreign debts and to increase gold and foreign exchange 
holdings of the Bank of France. 

Certain inflationary threats appeared during the year. 
however, and they became even more apparent in the 
first half of 1956, when agricultural production suffered 
severe losses from winter frosts. In many industrial 
sectors, productive capacity and manpower became fully 
employed. As a result, there was an increasing upward 
pressure on prices, although the actual rise in prices 
remained moderate. 

The trade balance, which had improved considerably 
during 1955, has deteriorated sharply since the end of 
the year. The effects of the winter frosts. the needs of 
industrial expansion, a decrease in exports to certain 
bilateral partner countries experiencing balance of pay- 
ments difficulties, and an increase in prices of certain 
imported raw materials have been responsible for the 
downturn. It is too early to judge whether this deteriora- 
tion will be temporary. Normally, gold and foreign ex- 
change reserves are used to finance a temporary increase 
in imports, but such financing of a trade deficit is 
acceptable only if the increase in imports serves to main- 
tain a high level of investment and to lower production 
costs and thus lead to an expansion of exports and to 
restoration of balance of payments equilibrium. 

Bank credit expanded moderately during 1955, and 
the central bank did not consider it necessary to take 


new measures to restrain credit or to raise its discount 


Europe 
U.K.-Hungarian Financial and Trade Agreements 


A financial agreement between the United Kingdom 
and Hungary provides for payment to the U. K. Govern- 
ment by the Hungarian Government of £4,050,000 in full 
and final settlement of U.K. claims arising out of the 
Peace Treaty with Hungary, certain prewar commercial 


debts, and claims in respect of U.K. property, rights, and 


rates. During the first half of 1956, however, the central 
bank granted to the Treasury direct and indirect credit 
totaling approximately F 100 billion, in contrast to the 
corresponding period of 1955 when bank credit to the 
Treasury decreased by about the same amount. The 
change was due mainly to two factors: (1) a large 
increase in public expenditure, notably military expen- 
diture in North Africa, which resulted in an increase 
of the budget deficit, and (2) the emergence of a bal- 
ance of payments deficit which reduced the liquidity 
of the money market. To ease the Treasury's tight posi- 
tion and to prevent too rapid an expansion of credit, 
commercial banks have recently been required to invest 
a larger part of their assets in short-term Treasury 
paper, and measures have been taken to restrain the 
expansion of installment credit (see this News Survey, 
Vol. IX, p- 35). 

The Report emphasizes that expansion of production 
remains the essential objective of economic and social 
policy, and that, to achieve this objective, savings must 
be increased and channeled toward the most desirable 
investment. Although savings have increased since the 
re-establishment of monetary stability in 1952, they have 
too often been invested with a view to rapid capital 
gains rather than to regular yields. The present over- 
employment of resources in France is another obstacle to 
further expansion of production. The principal method 
by which the resources needed to overcome the produc- 
tion bottlenecks can be obtained is to draw on the ex- 
change reserves built up in the past few years. Strict 
discipline in all phases of economic policy will be essen- 
tial, however, to restore equilibrium while maintaining 
monetary stability. 

Annuel, Paris, 


Rapport 


France, 


France, August 1956. 


Source: Banque de 


interests affected by the Hungarian nationalization and 
similar measures. The Hungarian Government has also 
undertaken to pay £450,000 to representatives of short- 
term creditors and Hungarian Treasury bill holders. Pay- 
ment of the total of £4.5 million will be made in annual 
installments equal to 6% per cent of the sterling proceeds 
of imports into the United Kingdom from Hungary. The 
first installment will be paid on March 31, 1957. All 


bonded debt is excluded from the financial settlement. 





A trade arrangement between the two countries pro- 
vides a basis for trade in the next three years. Import 
quotas will be negotiated annually. In the next twelve 
months, Hungary will purchase about £41 million worth 
of U.K. goods, including textile yarns and piece goods, 
wool clothing, chemicals, industrial machinery and equip- 
ment, and wool tops. 

Source: The Financial Times, London, England, June 28, 
1956. 


U.K. Currency Notes 


A new £5 note in color and of smaller size than the 
existing issue is in course of production for issue in the 
It is expected that the 
new issue will make £5 notes more acceptable. The 


United Kingdom early in 1957. 


proportion of the total U.K. note issue which is in the 

form of £5 notes has risen from less than 8 per cent in 

1939 to 14 per cent. 

Source: The Financial Times, London, England, July 27, 
1956. 


Denmark's Foreign Exchange Position 


Following a substantial improvement in the second 
half of 1955 and in the first quarter of this year, the 
Danish foreign exchange position deteriorated in the 
second quarter, the decline in reserves being about equal 
to the improvement in the first quarter. The Minister 
of Economic Affairs and Labor stated in a recent speech 
that, as far as its foreign exchange position is concerned, 
Denmark has been “treading water” since the beginning 
of the year. Although this development is not satisfac- 
tory, it cannot be said to be unduly disquieting, in view 
of the extraordinary conditions with which the economy 
has been faced. It is worth noting that June was the 
first month in a long time in which industrial production 
had been greater than in the corresponding month of 
the previous year. 


The country’s economy, said the Minister, had been 
exposed to trials of an unusual character during the past 
half year. The severe weather in the late winter had 
hampered both imports and exports, and the labor con- 
flict had held up important sectors of production and 
transport and delayed the start of the building season. 
In addition, Danish agriculture, which under the long- 
term agreement with the United Kingdom had enjoyed a 
good market at relatively stable prices, is now exposed 
to quite considerable price fluctuations. 

In the first six months of this year, imports were 
Dkr 320 million greater than in the same period of 1955. 
The increase was the result partly of the rise in prices 
particularly for fuels and raw materials for industry 
and partly of the quantitative increase in imports of raw 
materials and machinery. Imports of finished goods, on 
the other 


hand, declined. Exports increased by only 
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DKr 200 million between the two half years, so that the 
adverse balance on trade in goods increased by DKr 120 
million. Bacon production was 15 per cent lower this 
year than last. However, industrial production in the 
first half of this year was nearly 20 per cent above output 
in the first half of 1955. 


Source: Borsen, Copenhagen, Denmark, August 7, 1956. 


Norwegian Foreign Trade 


The Norwegian import surplus, including ships, fell 
to NKr 1,728 million (US$242 million) this year, from 
NKr 1,759 million (US$246 million) in the first half of 
1955. If ships are excluded, the import surpluses were 
NKr 1,019 million and NKr 1,125 million, respectively. 

The value of exports, including ships, in the first half 
of this year rose to NKr 2,712 million, from NKr 2,242 
million in the corresponding period last year, an increase 
of about 20 per cent. The largest increases were in 
aluminum, ferroalloys, and nickel. Excluding ships, ex- 
ports amounted to NKr 2,503 million. The value of 
imports, including ships, in the six-month period this 
year was NKr 4,440 million, an increase of 11 per cent; 
if ships are excluded, the increase was 9 per cent. The 
greatest expansion was in imports of grain, fodder, and 
Imports of ships were NKr 918 


million, compared with NKr 764 million in the first half 


nonprecious metals. 


of last year. 

The only data available on trade by countries exclude 
ships. These data indicate increases of 6 per cent in im- 
ports from Europe and 23 per cent in imports from 
North America, and declines in imports from Central 
America, Asia, and Oceania. Exports to the European 
countries rose by 20 per cent, and those to North Amer- 
ica by 25 per cent. The trade deficit, also excluding 
ships, with the EPU countries fell to NKr 546 million, 
from NKr 710 million in the first half of 1955. The 
trade deficit with the North American countries rose 
from NKr 320 million in the first half of 1955 to NKr 391 
million in the first six months of this year. 

Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 


Norway. July 27. 1956. 


West German Economic Situation 


\ joint report published by six West German economic 
research institutions notes that West Germany is now at 
the beginning of a period in which there is a real danger 
of a considerable acceleration of the upward trend in 
prices already in evidence in 1955. The tendency to 
pass higher wage costs on in prices has been more marked 
in agriculture. handicrafts, and commerce than in indus- 
try. Falling world market prices for certain industrial 
raw materials caused the price rise to shift from the raw 
material and capital goods sectors to the consumer goods 


markets, and the upward movement of prices in general 
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eased slightly during the second quarter of the year. In 
May the cost of living was 3.6 per cent higher than in 
May 1955, the increase being due mainly, apart from 
the increase in rents in the autumn of 1955, to the greater 
cost of foodstuffs. Export prices in the first five months 
of 1956 were 4 per cent higher than in the corresponding 
period last year. Since the value of exports was 16 per 
cent greater than in the first five months of 1955, exports 
absorbed a greater share of the national product. The 
foreign exchange surplus was accentuated by credits 
taken up abroad and by deutsche mark purchases by 
nonresidents. The foreign exchange surplus, which ex- 
ceeded DM 1.5 billion in the second quarter of the year, 
not only increased the funds in the hands of business 
firms, but also increased the liquidity of the commercial 
banks, and thus ran counter to the restrictive credit 
policy. Despite the central bank’s tightening of redis- 
count facilities, the commercial banks increased their 
lending potential and reduced their indebtedness to the 
central bank system. The raising of the discount rate to 
5's per cent on May 19 and the consequent increase in 
the cost of short-term bank credit was accompanied by 
a further growth in interest on long-term capital, which 


is now some 1-2 per cent higher than a year ago. 


On the assumption that employment can be increased 
by 3.5-4 per cent and the productivity of labor by 2.3-3 
per cent, the gross national product could be increased by 
about 6-7 per cent in the second half of this year. The 
reporting institutions do not consider that there is any 
likelihood of restoration of equilibrium by automati 
forces. If balance is to be restored, credit policy must 
be supplemented by other measures. A policy of higher 
interest rates might lead to an influx of short-term 
capital from abroad to exploit the resultant difference 
in interest levels, and this would increase the liquidity 
of the banks and business firms. On the other hand, leg- 
islation for the promotion of imports will not be ade- 
quate by itself. In the last resort—-viewed from the purely 
economic angle and disregarding the question whether 
such a step is politically feasible—a solution by means 
of a revaluation of the deutsche mark is a possibility. A 
frequent objection to such a measure is that revaluation 
would balance the external payments accounts only tem 


porarily, since sooner or later a price gap which would 


benefit German exports would form again. This objec- 


tion would lose force, however, if Germany’s trading 
partners and competitors were successful in stabilizing 
the value of their currencies. The alternative of letting 
internal prices rise until the price mechanism has restored 
equilibrium to the foreign exchange accounts would 
mean at least a temporary abandonment of the principle 
of currency stability. Moreover, it is questionable whether 
price inflation of this kind could be controlled sufficiently 


to avoid its degenerating into a cumulative process. 


The economic research institutions consider that the 


51 


measures contemplated by the Government in its second 
economic program are correct, but do not go far enough. 
They represent the maximum that can be achieved in 
view of political and institutional opposition, but the 
minimum in relation to what the situation really re- 
quires. In essence, the government program confirms the 
fact that the heavy task of remedying the situation is 
being left almost solely to the central bank. 


Source: Handelsblatt, Disseldorf, Germany. July 16. 


1956. 
Middle East 
Mechanized Agriculture in the Middle East 


The data available on the use of agricultural machinery 
in the Middle East show that the number of tractors in 
Cyprus, Israel, Jordan, Lebanon, Sudan, Syria, and Tur- 
key increased from about 21,000 in 1950 to about 54,500 
in 1954. The Sudan and Iraq, which are very sparsely 
populated in comparison with the other countries, to- 
gether operated only 0.4 per cent of the total number 
‘f tractors in the area. This may be attributed to lack 
of skill in the operation and maintenance of the ma- 
( hinery. 

Irrigation facilities were put to increased use in the 
various countries of the region, particularly in Israel 
and Turkey. In Israel, the area irrigated increased by 
22,000 hectares between 1952 and 1954; in Turkey, the 
increase was from 70,000 hectares in 1950 to 350,000 
hectares in 1955. In both countries, the increase was due 
to the construction of major irrigation projects. In the 
other countries, individual efforts and minor irrigation 
schemes resulted in a slight expansion in irrigated areas. 
Source: United Nations, Department of Economic and 

Social Affairs, Economic Developments in the 
Middle East 1954-1955, New York, N.Y., 
May 1956. 


Iraq's Central Bank 


The name of the National Bank of Iraq has been 
changed to the Central Bank of Iraq under the law 
governing the Central Bank of Iraq, which became 
effective July 1. Other provisions of the new law include 
an increase in the authorized capital to ID 15 million, 
and an increase in reserves to ID 30 million (ID 1= 
As of May or, 


ital amounted to ID 2.5 million, and reserves were ID 1.8 


US$2.80). 1956, the Bank’s paid-up cap- 
million. The law also provides for the exclusion of officials 
of other banks from the Board of Administration and 
specifies a more active part for the Central Bank in 
credit control and fiscal operations. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.( August 13, 1956. 


Iran's Cotton Position 


Statistics of the lranian Cotton Society show that cot- 


on production in the year 1954-55 amounted to about 





80,000 tons. Local cotton consumption during the year 
was 32,000 tons and exports were 46,000 tons. Cotton 
production in the year 1955-56 decreased to 70,000 tons. 
because of drought conditions in certain areas. Local 
cotton consumption was the same as in 1954-55. 

Source: Le Commerce du 


July 28, 1956. 


Levant, Beirut. Lebanon. 


Pakistan Trade Agreements with France and Hungary 


Under a one-year trade and payments agreement with 
France, which was signed on July 31, Pakistan will im- 
port such manufactured goods as machinery, agricultural 
equipment, thread and yarn, chemicals, automobiles, 
and military equipment, and will export cotton, jute, 
wool, hides and skins, tea, and other raw commodities. 
Payments between Pakistan and the franc area will be 
made according to the regulations applicable to pay- 
ments between the sterling area and the territories of 
the franc area. This arrangement replaces payments 
through the special franc account provided for under a 
previous agreement. France is one of Pakistan’s best 
markets for raw jute and raw cotton. During a period 
of nine months, under a previous trade agreement, France 
imported from Pakistan goods worth PRs 100 million 
(US$20.8 million), and exported to Pakistan commodi- 
ties valued at PRs 40 million. 

Pakistan signed on July 30 a trade agreement with 
Hungary. operative for one year. The exports to Hungary 


will be 


agreement. Pakistan imports will consist mainly of ma- 


similar to those provided for in the French 


chinery, electrical equipment, hydroelectric and thermal 
plants, chemical plants, diesel engines. and diesel gen 
erators. The agreement is renewable automatically for 
one year unless notice of termination is given by either 
party three months prior to the date of expiration. 

The Financial Times, London, England, July 31, 
1956; Dawn, Karachi, 
1956. 


Sources: 


Pakistan, August 1, 


Far East 


India-Burma Textile Agreement 


India and Burma signed an agreement on July 15 
under which India will supply Burma with cotton textiles 
valued at US$3.85 million. Payment will be in raw cotton 
made available to Burma by the United States under its 
aid program. The agreement is similar to those signed 
earlier by Burma with Japan and the United Kingdom 
for imports by Burma of textiles from those two countries. 
Source: The Times of India, Bombay, India, July 15, 

1956. 


Outflow of Capital from Ceylon 


The Central Bank of Ceylon reports a movement of 
capital from Ceylon to the rest of the sterling area in 
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1955 amounting to £7,744,000. Repatriation of proceeds 


of investments by amounted to 


-2.374,000; repatriation of savings on retirement and 


private individuals 
in anticipation of retirement, to £3,582,000; remittances 
for establishing branches or agencies abroad or for 
direct investment, to £79,000; remittances of proceeds of 
sale or liquidation of capital assets of companies domi- 
ciled abroad, to £1,110,000: and remittances of life 
insurance premiums, to £598,000. Incoming capital from 
the sterling area totaled £238,000. 


Source: The Times, London, England, July 18, 1956. 


Viet-Nam Import Regulations 


An order signed on June 24 by the Secretary of State 
for National Economy in Viet-Nam sets forth certain 
requirements that every importer or import firm must 


fulfill, as of July 1. 


foreign exchange. (1) The importer must have a store 


in order to file an application for 


or warehouse to hold the goods imported. (2) He must 
post a bond of at least 350,000 piastres (US$10,000) to 
import a particular kind of good. This bond will realize 
interest at the rate of 1 per cent per year and may be 
withdrawn only upon authorization of the Secretary of 
State for National Economy. (3) 
1956. Only 


granted to each applicant. (4) 


An import license fee 
must be paid for three licenses will be 


Requests for 


exchange must be submitted only once a quarter. (5) An 


foreign 


importer who has obtained foreign exchange in order to 
import a certain type of good may not transfer his 
foreign exchange to another person or firm or sell them 


this type of good. (6) Goods must be 


imported in 
accordance with the prescribed time limit, quantity, and 
quality spec ified in the import license. 

The following categories of importer considered as 
end users are exempt from certain license requirements: 
producers in agriculture, mining, industry, and handi- 
crafts; 


trial, and handicraft production; certain cultural and 


authorized cooperatives of agricultural, indus- 
scientific organizations; and official organizations or 
those recognized by the Department for National Econ- 
omy or other relevant government departments, such as 
the Harbor 


tration, etc. These importers are not to resell the raw 


Administration, the State Railway Adminis- 
materials, equipment, and accessories imported for final 
use, and they are not to operate a sales department. 
Violators will not be granted further foreign exchange 
allocations. 

Importers are required to make declarations in accord- 
ance with a form prescribed by the Department for Na- 
tional Economy, and to list their wholesale customers, 
the quantity and nature of the goods sold, and the whole- 
sale price. 
Sources: 


L’Information du Viet-Nam Economique et 


Financiére, Saigon, Viet-Nam, June 28 and 


July 5, 1956. 
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Korea's Government Expenditures 


According to the Finance Ministry, Korea’s govern- 
ment expenditures of 122,795 million hwan, under the 
general account and the national defense special account, 
for the 12 months ended June 30, 1956 amounted to 88.7 
per cent of the budget estimate of 138,362 million hwan 
Expenditures under the general account, for which 67,677 
million hwan was budgeted, amounted to 58,653 million 
hwan. The corresponding figures for the defense budget 
are 70,685 million hwan and 64,142 million hwan. 
Source: The Korean Republic, 

1956. 


Seoul, Korea, July 2, 


Japanese Raw Silk Production and Export 


Japanese production of raw silk in the first half of 
1956 amounted to 133,730 bales, which was 19 per cent 
above output in the first half of 1955: and exports were 
32.939 bales, an increase of 7 per cent. Exports to the 
United States increased by 22 per cent, to 
while those to other countries declined by 15 per cent, 
to 10,333 bales. 


Source: Bank ot Tokyo. u eekly Rei leu of E. Oo 
Affairs in Japan, Tokvo. Japan. July 14 


2? 606 bales 


Philippine Sugar Quota 


The International Sugar granted the 


Council has 
Philippines a quota of 45,000 tons of sugar for barter 
in the world market in 1956. Of this amount. 25.000 tons 


is the regular quota assigned to the Philippines: the 


additional 20.000 tons is a “hardship” quota granted to 
member countries that have difficulty in importing needed 
commodities except through barter for their sugar sur- 
pluses, 


Source: Philippine Association, Philippine 


New York. N.Y.. August 9. 1956. 


Ve usletter. 


Philippine Rubber Industry 


The Goodyear Tire and Rubber Company has an- 
nounced that its factory in the Philippines has begun the 
manufacture of a complete line of tires and tubes. re 
capping materials and neolite, and rubber shoe-soling 
slabs and heels. When in full operation, the plant is 
expected to supply about 50-60 per cent of the country’s 
tire product requirements. In addition, the company, 
together with the Goodrich International Rubber Com- 
pany which also has a local factory, announced the arrival 
of a shipment of high-yielding rubber cuttings (“bud- 
wood”) from the United States for distribution to Philip- 
pine rubber plantations. It is claimed that the propagation 
of the cuttings would considerably increase Philippine 
rubber production and thus allow the country to become 
a major producer of raw rubber. The cuttings are the 


result of years of research by the U.S. Department of 


f{ugust 17, 1956 


Acriculture and are the highest-yielding varieties ever 
developed. 
ources: Manila Daily 
June 12, 1956; 
pine Vewsletter, New 


1956. 


United States and Canada 
U.S. Business Developments 


Bulletin, Manila. Philippines, 
Philippine Association, Philip- 
York. N.Y.. August 2. 


L.S. gross national produ t in the second quarter of 
1956 totaled $408 billion. ar nnué rate of $5 billion 
ibove the first quarter One hi or more of the rise is 
ittributed to higher pri he continued increase in 
the national product quarters has curred 
substantial decline in automobile production 
in residential construction. These declines have been 
than offset isiness 
nsumel exper ( 


vestment. and stat ad local overnmen irchases 


{ 


ite 
in the 
iness invento the end of 
higher than a year earlier. sales 
he stock-sales ratio was only mod- 
a vear earlier. Part of the increase 
inventory 


replacement costs. The largest 


ond quarter was in stocks of non- 


wholesale and retail in 


July figure was about 152.000 above the June re 


1955 


100.000, to 2.8 millior 


rd and 1.7 million above employment in July 


Unemployment fell by almost 


The inemp! yment hgure does not include stee! workers 
on strike. since they are not considered unemploy 
less they are seeking other jobs: it does, howev 


some reduction in related industries as a 


nes in industry a1 

reases else whet 

1 

er t emploved 
I 


700.000 less th ne wing to 


steel-related 
industries 


Increased labor 


the steel strike 


ius v-wide increase ot 


settlement have result 


$6.00 per ton in the pr Most companies have 


indicated that the pri match their in 


creased labor costs other 


iesale price ot metals 


and lumber are report to have declined slightly in 
June. interrupting 


of 1955 A 2 per cent 


partly 


which began in the 


middle 
in food prices during June 
seasonal) was primarily responsible for an 


increase of 0.7 per cent | consumer prices, the 


largest monthly increase February 195] 


Pi ices 
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of farm products have been rising sharply and steadily 
since the beginning of the year, the most sustained rise 
since early 1951. 

Corporate profits of over 500 leading manufacturing 
corporations in the first half of 1956 were 9 per cent 
higher than a year earlier. When compared with 1955, 
however, there was a noticeable decline, from a gain of 
15 per cent in the first quarter to one of only 3 per cent 
in the second quarter. With the decrease in automobile 
production, profits of the major automobile companies 
were 22 per cent lower than during the first half of 1955; 
other declines were in the electrical equipment and tex- 
tile and apparel industries. When automobile companies 
are excluded, first quarter profits averaged 20 per cent, 
and second quarter profits 12 per cent, above those in 
the corresponding quarter of 1955. For the half year, 
the largest increases in profits, when compared with the 
first half of 1955, were in machinery (48 per cent), 
drugs (35 per cent), and paper, beverages, petroleum, 
iron and steel, and other metal products (20-25 per cent). 
Sources: Department of Labor, Press Release, July 24, 
1956, and Department of Commerce, Press Re- 
lease, August 8, 1956, Washington, D.C.; The 
First National City Bank of New York, Month- 
ly Letter on Business and Economic Conditions, 
August 1956, The Wall Street Journal, August 8 
and 9, 1956, and The Journal of Commerce, 


August 9 and 14, 1956, New York, N.Y. 
U.S. Surplus Disposal Program 


Agreements for the sale of farm commodities for for- 
eign currencies under the surplus disposal program of 
the U.S. Department of Agriculture totaled $1,042 mil- 
lion (at export market value) from the beginning of 
the program in July 1954 through the end of June 1956. 
The fact that more than half ($538 million) of the total 
sales were agreed during the most recent six-month 
period, January-June 1956, indicates the acceleration of 
the program this year. Barter contracts entered into dur- 
ing January-June represented farm commodities with an 
export value of $256 million, or 43 per cent of all con- 
tracts since July 1954. 

Source: 84th Congress, House of Representatives, Fourth 
Semi-Annual Report on Activities under Public 
Law 480, Washington, D.C., July 11, 1956. 


U.5.-Canadian Tax Treaty 


The United States and Canada have signed an agree- 
ment modifying their income tax convention, which is 
expected to encourage wider Canadian participation in 
the ownership of U.S. corporate subsidiaries and branches 
in Canada. The agreement reduces from 95 per cent to 
51 per cent the amount of U.S. ownership of a Canadian 
firm that is required in order to entitle the U.S. parent 
company to the reduced tax rate of 5 per cent on divi- 
dends remitted by the Canadian subsidiary. Thus, Cana- 
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dian ownership participation could be increased greatly 
without subjecting dividends received by U.S. parent 
companies to the higher, 15 per cent withholding tax on 
earnings from foreign subsidiaries established under the 
U.S.-Canadian double taxation convention. 

To become effective, the modification must be ratified 
by the legislatures of both countries. Legislation will be 
introduced in the present session of the Canadian Parlia- 
ment, but, since the U.S. Congress has adjourned, any 
action on ratification by the United States must await 
next year’s session of Congress. 

Source: The Journal of Commerce, New 
August 9, 1956. 


York, N.Y., 


Canadian Bank Rate 


The Bank of Canada raised its discount rate from 3 
per cent to 344 per cent, effective from the close of busi- 
ness on August 9. This is the fifth increase in the rate 
since August 1955, and the second this year; on April 4, 
1956, the rate was raised from 2%%4 per cent to 3 per cent 
(see this News Survey, Vol. VIII, p. 323). According to 
the Minister of Finance, the latest increase is designed to 
curb a tendency toward excessive spending, which has 
created a danger of inflation in the months ahead. 
Source: The Globe and Mail, Toronto, Canada, Au- 


gust 13, 1956. 


Canadian Savings Bond Issue 


The Canadian Government has announced a new issue 
of Canada Savings Bonds, to go on sale October 15, 
which carry a sliding scale of interest over their 1212- 
year period of maturity. This feature is designed as an 
inducement to investors to hold their loans to maturity. 
The first two coupons, covering the first year and a half, 
carry an annual rate of 3.25 per cent; the next two, 3.50 
per cent; the next two, 3.75 per cent; and the remaining 
seven, 4 per cent. The average yield to maturity is 3.76 
per cent, against 3.25 per cent on the present issue. 
Source: The Globe and Mail, Toronto, Canada, Au- 


gust 13, 1956. 


Latin America 
Mexican Cotton Export Policy 


The Mexican Minister of Economy has informed rep- 
resentatives of the local General Motors, Ford, and 
Chrysler assembly plants that, beginning November 1, 
1956 and until further notice, all their imports of auto- 
motive parts must be paid for entirely with Mexican 
cotton. It is estimated that this measure involves US$60 
million a year, or roughly 30 per cent of the estimated 
cotton production of Mexico in the crop year 1956-57. 


On previous occasions, the same plants have, under 


barter arrangements, imported parts over and above the 


annual quotas under which they operate. However, the 
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compulsory cotton barter just announced is the first 
arrangement of this kind involving their entire basic 
quotas. The Minister told the industry representatives 
that he hoped an early relaxation of the decree would 
be possible. The barter arrangement will be carried out 
through contractual arrangements with import-export 
firms through the National Bank of Foreign Commerce. 
The Mexican Ambassador, Manuel Tello, pointed out 
that when the U.S. cotton sales policy was under study 
the Mexican Government advised U.S. officials that, if 
the policy being considered were adopted, Mexico would 
have to resort to barter arrangements to dispose of its 
“cotton crop. 

Mexico’s 1956-57 cotton crop is expected to be around 
2.1 million bales, compared with last year’s crop of 2.3 
million bales, owing mainly to an acreage reduction in 
marginal areas. The average yield, on the other hand, 
has increased by about 12 per cent over the yield in 
the crop year 1955-56, as a result of favorable weather 
conditions, increased use of fertilizers, and improved 
insect control. Export prospects are estimated at about 
1.5 million bales, compared with exports of 1.9 million 
bales in the season just ended, when cotton exports were 
the largest on record. On July 1, the Mexican Government 
reduced the base on which the export tax on cotton is 
levied, from an official price equivalent to 5.84 cents per 
pound to a price of 3.75 cents per pound. 

Source: The Journal of Commerce, New York, N.Y.., 
August 3, 1956. 


Security Issues by Mexico's Nacional Financiera 


Mexico’s development institution, Nacional Finan- 
ciera, has issued 50 million pesos worth of industrial 
securities of a new type, called Certificates of Co- 
Ownership of Industry (Certificados de Copropiedad 
Industrial). This is the first issue by Nacional Financiera 
of obligations without a repurchase obligation (see this 
News Survey, Vol. VIII, p. 236). The new securities are 
backed by a special investment fund, about half of which 
consists of 8 per cent interest-bearing mortgage bonds with 
a par value of 24.7 million pesos (issued by Celanese 
Mexicana, Celulosa de Chihuahua, Cerveceria Cuauh- 
temoc, Ingenio Independencia, Mexicana de Coque y 
Derivados, and Valores Industriales), and the other half 
of common shares with an aggregate nominal value of 
17.6 million pesos issued by a few companies with an 
outstanding dividend record (Altos Hornos de México, 
Ayotla Textil, Compania Industrial de Atentique, and 
Tubos de Acero de México). The holders are thus assured 
of a minimum return of 4 per cent per annum, but the 
yields of the new securities are likely to be much higher, 
since most of the industrial shares in the fund have been 
paying a dividend of 12 per cent or more. 


Source: Comision Nacional de Valores, Boletin Mensual, 


Mexico, D.F., June 1956. 


Bolivian Exchange Rates 


The effective export rate to the Mining Corporation 
was raised on March 8 by the Bolivian Government from 
Bs 500 to Bs 1,200 per U.S. dollar, and the effective 
export rate to the Mining Bank was raised from Bs 900 
to Bs 1,500 for dollars earned from mineral exports. 
These increases were intended to provide the agencies 
with greater income in bolivianos, and to help cover their 
higher costs of production resulting in part from the 
national wage decree of February 25, 1956 and subse- 
quent legislation increasing welfare payments. 

By May 15, the dollar free market rate had depreciated 
to Bs 6.830, and the Government then intervened in the 
exchange auction market and stabilized the rate at ap- 
proximately Bs 6,100 per dollar. By the first week in 


July, however, the boliviano had depreciated further, to 
Bs 7,600. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., July 30, 1956. 


New Uruguayan Exchange System 


According to the decree concerning Uruguay’s new 
exchange system (see this News Survey, Vol. 1X, p. 47), 
which has been published in Montevideo, the percentages 
(1l in number) of foreign exchange proceeds which 
may be retained by exporters for sale in the newly estab- 
lished certificate market depend upon the items exported. 
Proceeds of exports of domestically processed items may 
be sold at the same rate as unprocessed items up to the 
value of the locally produced raw material; the remainder 
may be retained by the exporters for sale at the certificate 
rate. Exporters of items processed from imported raw 
materials will be required to turn over to the central bank, 
on the date of exportation, foreign exchange equivalent to 
the cost of the imported component. Exports of goods 
processed from imported raw materials that exceed 20 
per cent of the value of the exports must be made either 


for the currency used to purchase the imported compo- 


nents or for other currencies approved by the central 
bank. 

Imports are divided into three groups. Category 1 
imports may be imported freely—the more essential 
items at the rate of Ur$2.10 per U.S. dollar and the less 
essential items at the certificate rate. Category 2 and 
Category 3 imports may be imported under quota through 
the certificate market. An additional surcharge must be 
paid on some of the less essential imports in these last 
two groups; the proceeds from such surcharges will be 
used to hold at Ur$3 per dollar the exchange rate for 
imports of agricultural machinery, antibiotics, cortisone, 
insulin, and fertilizers, although their importation must 
be effected through the certificate market. 

The New York Journal of Commerce reports that the 


percentages of export earnings that may be sold at the 
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free market rate have been announced thus far as follows: 
wool and sheepskins, 10 per cent; greasy wool sold at 
auction, 15 per cent; salted Matadero hides, 25 per cent: 
barley and oats, 50 per cent: rice, poultry, pork, pre- 
served foods, and vegetables, 85 per cent; and frozen 
mutton and frozen lamb, 100 per cent. Canned meat. 


chilled and frozen meat. salted hides. and processed meat 


will continue to be sold in accordance with the provisions 
in effect before the new decree, at least through Decem- 
ber 31. 1956. No information is vet available concerning 
either the mixing percentage to be granted wool tops or 
the new certificate rate. 

El Bien Publico (Weekly 


Montevideo, Uruguay, 


Sources: Airmail Edition), 


1956: The 
York. N.Y.. 


August 7, 
Journal of Commerce. New 
August 9, 1956. 


Other Countries 


Australian Balance of Payments 


Preliminary figures on Australia’s balance of payments 
for 1955-56 show that the current account deficit fell to 
£A 221 million. from £A 257 million in 1954-55, and 
that, since the net capital inflow expanded, the decrease 
in international reserves amounted to £A million. 
compared with a decline of £A 142 million in 1954-55. 


78 

Prices of the three principal exports, wool, wheat, and 
meats, fell in 1955-56, but the effect of this fall on the 
total value of exports was more than offset by increases 
in the export volume of these commodities and by in- 
creased sales abroad of other commodities, notably but- 
ter, base metals, and refined petroleum products. As a 
result, total exports, at £A 773 million, were £A 12 mil 
lion higher than in the previous year. Wool prices at 
the beginning of the 1955-56 season were about 18 per 
cent below the previous season’s average, but they re- 
covered in the latter part of the season; the average price 
for 1955-56 as a whole was about 14 per cent below the 
1954-55 average. The volume of wool exports in 1955-56 
increased to 1.265 million pounds (greasy equivalent), 
from 1,116 million pounds a year earlier, but their value 
was £A 15 million less than in 1954-55. 

Imports fell from £A 847 million in 1954-55 to £A 819 
million in 1955-56. but this was higher than had been 
expected after the intensification of import restrictions 
in April and October 1955. Additional import restric- 


tions were imposed on July 1, 1956 (see this News Sur- 


vey, Vol. IX, p- 16). 


Since the export price index in the first nine months 
of 1955-56 fell by about 8 per cent, compared with 
1954-55, and the import price index rose by about 2! 
per cent, the terms of trade worsened by about 10 per 
cent. The deficit on invisibles was larger than in 1954-55, 


principally as a result of higher freight payments. 


The net inflow of loans and other capital transactions 
rose from £A 41 million in 1954-55 to £A 61 million in 
1955-56. Drawings on loans from the International Bank 
for Reconstruction and Development amounted to $43.4 
million; a loan of $15 million was raised in Canada; and 
a refinancing operation in the United States yielded 
$6 million of new money. The residual item “other move- 
ments of funds,” which includes unidentified private 
capital movements and errors and omissions, recorded a 
net inflow of £A 82 million, against a net inflow of 
£A 74 million in 1954-55. 

International reserves. which had been £A 428 million 
at the end of June 1955, dropped to £A 331 million at 
the end of March 1956. However, an improved trade 
balance and a further capital inflow caused them to rise 
during the following months, and at the end of June 
1956 they were about £A 350 million. 

Source: Commonwealth of Australia, Treasury Informa 
tion Bulletin, No. 3, July 1956, Canberra, Aus- 
tralia. 


New Zealand Import Licenses 


New Zealand’s import licensing schedule for 1957, 
August 1, 


change in comparison with the schedule for the current 


which was announced on shows no major 


year. No change is contemplated in the policy applied to 
imports from North America and other scheduled coun 
tries, including Japan. Because of the effects of imports 
from low-cost countries, licenses for certain clothing 
items will be granted on a commercial instead of a 
value basis. The list of exemptions is smaller than before, 
because the stage has now been reached where 80 per cent 
of New Zealand’s imports from nonscheduled countries 
are free from licensing. The Minister of Industries and 
Commerce stated that no further important exemptions 
would be possible until the whole structure of import 
duties had been examined in relation to the legitimate 
needs of New Zealand industry. A general review of 
tariffs has already been begun by the Board of Trade. 

Source: The Financial Times, London, England, Au- 

gust 2, 1956. 
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